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Dear Applicant:

We i ave considered your application for recognition of excaption from
Fecd. ral income tax under section 501(c)(12) of the Internal Revenue Code. \

The cvidence presanted disclosea that you were {ncorporated as a
bomeowners association under the I Nonprofit Corporation Act on

P Your purposes, briefly stated, aret |

"Te provide for the social welfzre and recreation of its members end ‘
guests, maintain, preserve and control architecture of the Lots and !

Cormon Green arca within NN - . . |

"To provide an entity for ownership, management, control, operation,
painteasnce, repalr, {mprovement, rcplacement snd preservarion of the
rea) property...”

“To promote the health, safety and welfare of the residents of N |

I, and to arrange for or provide all services

necesgery or desitable in connection thcrmith.‘; \

You state that the Association operates, meintains and improves the ‘
domestic water system, controls use of Common Ares, and irrigation water \
rights. The Association controls maintenance of roads in NN
I . )t preserves and controls architecture of lots and Coumon Area

{r I

| Section 5Ui(c)(s2) of tle Internal Revenue Code provides for recognition
of execupticn trom Federal ircome tax of mutusl ditch or irrigation
companies, rutusl or cooperative tulephone companies or llke organiza~
tfons. tn order to qualify for exemption under section 501(c)(12), en

1 orgenizatlon ausL by operated on a truly sutual and cooperative basis.
Generally this means there must be democratic ownership and control of the
organization by its members who must have an equitsble Interest in the
organization's asccts and: snrvings determined on the basis of their
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buaincss done with the organization. Upcn d!3solution asscts should be
distribtuted to meabers and former members in proportion to the eamount of
business done by suck meubers during that period.

Your Artlcles of lncorporation provide that upon dissolutfion assets will
te dediceted to an aspproprinte public ageocy.

Furtharmore, neither the Acticles of Incorporation nor the bylaws provide
for Lhie wmembares to slaure in the corporation's annusl met oarcinge in
proporiLiun to the rrount of busfiness done by them with the corporstion.

Revenue Ruling 63-201, 19652 Curulstive Bulletin 170, describaes the

deni 1 of exewption to a non profit organization which sold slectrical
equi cent to its aembers sand parformed incidental installation and vepair
services in connection wilh these sules because it was not a "like
orgunization” within the meaning of section 501(c)(12) and therefore 114
not qualify for cxemption under that section of the Code.

Op t. - basis of the informaticon subwitted, we conciude thot you are not
exsupt from Federal income tox under Code section 501(e)(12). Therefore,
you m 4 1cquired to fi{le Fediral income tax retutns on Foim 1120,

if you do rot sgro« with these tonclusions, youv way, within 30 days from
the cate of ctlis lctier, ¢1le in duplicate 4 brief of tbe facts, law, end
argument that clesrly sets forth your positiou. Lf you destre sn orel
discussion nf the igsue, plense indicate this ip your protest. The
caclosed Fublication 892 gives instructions for £41ling s protast.

1f you do rot fiic 2 protest with Zhis offic. within 3 days of the date
of tliis report ot lctter, thig propored determination will becone final,

{f you afrec witl these conclusions or do not wisk to {ilc a wijtten
protest, plessr glnn and rcturn Form 6U18 {n *he enclos«¢ s2lf-addresscd
envelope ne soon s peasible.
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1f you Y. va any furtler questiorns, plesse contact the pcrson vhose nsme and
telepher - vunher »re stown 2t the begianing of this letter.

Sivcerely yours,

I
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UDistrict Director
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